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TAGS: EFIN 

SUBJ: SECRETARIAT PROPOSAL ON DEBT AT UNCTAD CIET 

1. UNCTAD SECRETARIAT TODAY PROPOSED TWOFOLD PROGRAM 
FOR DEALING WITH DEBT PROBLEMS OE DEVELOPING COUNTRIES. 
FIRST PART RELATES TO MS AS AND ADVOCATES: 

-A MORATORIUM ON ODA DEBT SERVICE FOR THE REMAINDER 
OF THE DECADE, OR ALTERNATELY AT THE OPTION OF THE 
CREDITOR, THE CONVERSION OE ALL OUTSTANDING ODA CREDITS 
TO GRANTS. 

-A COMMITMENT BY THE IFIS TO PROVIDE PROGRAM ASSIST- 
ANCE TO EACH OF THE MSAS IN AN AMOUNT NO LESS THAN 
DEBT SERVICE EALRD DUE TO THEM. 

2. THE SECOND PART RELATES TO COMMERCIAL BORROWERS 
AND ADVOCATES THE ESTABLISHMENT OF AN AD HOC INTER- 
NATIONAL EUND TO REFINANCE THE COMMERCIAL DEBT OE 
DEVELOPING COUNTRIES AT COMMERCIAL INTEREST RATES AND 
WITH MATURITIES OE 15-20 YEARS. DEVELOPED COUNTRIES 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 GENEVA 08175 291848Z 

SHOULD EITHER CONTRIBUTE FUNDS DIRECTLY TO THE FUND OR 



Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 06 JUL 2006 




Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



COULD PROVIDE GUARANTEES EOR BOND ELOATATIONS BY THE 
EUND. DEVELOPED COUNTRY PARTICIPATION WOUED BE ON 
THE BASIS OE THE AMOUNT OF COMMERCIAL DEBT TO LDCS 
CURRENTLY OUTSTANDING. OTHER COUNTRIES WOULD ALSO 
BE WELCOME TO PARTICIPATE. 

3. UNCTAD SECRETARIAT HAS IN EFEECT REJECTED "CASE 

BY CASE" APPROACH RECOMMENDED BY THE AD HOC EXPERTS 
REPORT ON DEBT AS NOT RELEVANT TO CURRENT ECONOMIC 
SITUATION. SECRETARIAT MAINTAINS PRESENT DEBT 
DIFFICULTIES ARE NOT PARTICULAR TO SPECIFIC COUNTRIES 
BUT THE RESULT OF GLOBAL MALADJUSTMENT BEYOND THE 
INFLUENCE OF DEBTOR COUNTRIES. 

4. ON MSA PROPOSAL, WE WILL IN ACCORDANCE WITH 
POSITION PAPER INDICATE THAT US COULD NOT PARTICIPATE 
IN SUCH GENERAL BALANCE OF PAYMENTS RELIEF. MAJOR 
GROUP B COUNTRIES (GERMANY, FRANCE, UK AND CANADA) 

ALSO EXPECTED TO STRONGLY OPPOSE. 

5. ON NEW FUND, WE WILL COORDINATE CLOSELY WITH GROUP B 
TO SEEK COMMON APPROACH. INITIAL REACTION OF SOME 
GROUP B MEMBERS IS TO REJECT PROPOSAL, BUT FOR TACTICAL 
REASONS THERE MAY BE RELUCTANCE TO TAKE FINAL POSITION 
ON A NEW PROPOSAL PARTICULARLY IN VIEW OF WORK NOW 
UNDER WAY IN DEVELOPMENT COMMITTEE ON POSSIBLE GUARANTEE 
MECHANISM. 

6. WILL KEEP WASHINGTON AGENCIES INFORMED 
REGARDING DEVELOPMENTS AND WE WOULD APPRECIATE 
ANY TACTICAL GUIDANCE. 

7. DEBATE ON INTERNATIONAL MONETARY SYSTEM 
CONCLUDED, WITH NO SURPRISES, BUT WE MAY BE PRE- 
SENTED WITH DIFFICUET DRAFT RESOLUTIONS LATER. 

DEADLINE ON RESOLUTIONS MONDAY.ABRAMS 
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